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AIER Talk, 8-1-01

&

depreciation

A. lutro. A-L Curse of obsolescence -now hitting K.S.
"Relative backwardness ' - Gürschoukron....

Creative destination "_- Schumpeter
__A-2__ Kuids of obsolescence.

Cosmetic

1.v. obsolescaux

(

eg..lage old mansions.
LIK

11)

Locational - Hage, but invisible to those whofare .
Pollutional :: Old refureries, pown places, vel il es

_A3_abaster wie in ore aspect ofin waterareof t
A -3 Depreca-e.g. NYC emption ; Riv. Cury roads
A-14 Much obsolescence is the-viduved

tax
It is one aspect of underss of land,
(The best way ofperceirnig & Menaming excess hunden)

.A.45 Traditional way of seeing revers_hunden.-* a little. Hackagu_Triangle, from
excise...takes. Trivializes it.

___A-6

factitions - auts style changes

Style,.e.g. un..clothing
Technol. e.g. in calculator & compatives..
Ewugy obsolescence
Labor

New views
nEven canviaty ExcessBurden

4. Universal sala tuc lor VAT, mn GST)
b._s of K is constant

J.B Cluck

"Hauberger, "NewView"



A

B. St.D

Factory

#
B - 1 Partiality of S & D analysis.

_G +SA B C n

Shand ? |
Laban

(KK... !
3

2 1 3
5.3

of services offactors.
5.+_D_ded W._effects ofprice on allowu offlowGts..Gimi

ALER

1441 amom

This is "price_theory", which has become

most of micro,
itas nowded out prody ecs.. _mcluding

dim. vets, variableprops, "processes &products "

Itas crowded out qu of whether factors an
fully utilized ; & are combined in the best
propbutions..

Crowded out distribu. themy
Can't infer much from partial analysis

about aggrez effects of factor there.
B-2.

Factors are "immanent
N

B- 3 . _Contresting elasticities of supply
Lund: inelastic

Elastic;14

Labor : Pretty elastic, but_save_that_for
another day. (Migration ; Welfare; Womven & children;_
Keynes.vs. assumnis full expl ;_ min . wage analyses;
et.c..)

~



ALER

-B-4. "Shifting forwart" lovesmeaning ni
agquz analysis...

I'assume here all demeunds are clastic

This is too simple & but Ifrivesse.that_now.
((e.g. rent's_can vise).

(If rents vise, that shifts_bdg tive to
There arepeople w/o land, herce mostly- renters.

labor.)
B -5 all taxes shifted to land. ATCOR. Physionon.
Locke ...Adam Smith;

C. The-induced underuse of land : a tax on labor_[nok)
Tax_biases mgr. vs. move highly taxed.use
C-1₁_ NAT = N- EC

where:
N= G -C

G = Gross Rev.

V = Labor Cost.
t_= Ear rate on...

NOT = N_Aftu Tax...

22 :

3

c

G - 2....Non- nentiality : distrubnis the ranking

NAT = 1-5//-NN

Biùs vs. uses with high ř



----

As C-→ G Clafor - intensive)
N→ O

1/100

N

C -3

ALER

Landowners aword tue by choosing uses
with low c

N

& land_mkt...)"

4

-parking lots_; aprons- hold for cominguricies
grains & grasses_rs._trees.& crack

C-4 Thus,_band_mgus_may_shift_tux_buck
to__laber, but_main_effect is waste

lower general level of wages, worldwide
((
"Tax- induced_scouched_earth policy

antifficial-suurcity (coupbed_with_failures_

1



D...A.Tux on K - effect on upfront inv._in_bldg of fixtures &furnishings

__D0-1.__Cut off ingrel As of ho, quality, appearance,

D-2 . Tranche approach. Tranchor = $1m...
-Mgul- Total Ave

Rent Reut rent...Trauulle# Cost
30%.
wo...

10

0

2
3

4

===

MROR

-40 %

30 %

20 %

...10.20

__0 =3 + Subtract.tax on

mqul tranchers

30 % 30 %

50
60
60

25%

20 %

15%,

GIER 5

low
0-4__aastat tax on gross.value of Wildg.

tax on net incomie

Wildy, cut off

is...9 hipe
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E. Effect of theEures on reneval
"E-L _Taxes on both labor &.K, comburied effects, But

take Kadone , Keep simpler
-Land Reut.(R) .

E -2. Role of - allocate laud to best use

(d=.=)__E -3___ = G- - K₂.(Ltd)i
|---||+1)

(d includer obsolescence)ítd =

ALER

A = IPF

_E-4_ Challenge_v.s..Challenger vs. Defender .
G -VE = CF__(Sel Note # )

CF₂E- 5

(n >.5)

CF₂-Klitd)
#CFc-K(itd+t)

CF₂
-Time

_E -6. Fise Wunty Challenger to wii, pay taxes...
E -87Measuring the exten bunden in a furfurala. į is the real i.V.,_much lower than nowned

rate
b._t_is not diluted byrifleco_d.is W.I is high for restamant remodeling_

& vehicles_low for tunnel's, bridges,&pipelines

6)#__Future of will be ir regular, so a) Forecast them,
discount each one .c). Levelige by IPF. See_p.279



:

__E_8.__Excess funden inyears
Unpredictable bes of synny
In some caser, 10⁰0 years1

Genge Setgin
brasion
bringeMason

===

ALER

1.

1

__E-9. Reinforcing factors
a._ Credit Crisis - Wilds twees bit early
b. A land tumes - move defenders

Use on sell. Cash flow effect
Empirical_widence - move for-pruf. assunt. of funge land._

c...Positive synergy Upwand_spical
d. Unite ownership &_ingrat..
~. A domestic K finth., by tax capn.

( The ong. Iruth behind " Ricardian_Equivalencof. Ec. in govt.-A jobjob-opps
Aviato unban spravildeviate

/1

1

:

I

:



Prospects for reforml, 2nd ALER Talk,8-2-01

1.__.Declive ofproptux rates ; rise ofother takes

2.__ Continunis pruume for more of the same. Tishpressure

3._ Rise of prefhentiel dessut of "faim.uland."
4. Classification of prop

Bias vs. ""'business", i.e. emplaut. I call flow.
5. Growth of tax-exempt insens - eleemosynaries

resale
6. Feditax policy

a. Redepreen based on
b. overallocation of bares to Hags

c. Cap-guis rate on " recapture?
d. Angel of deach
e. -Defund of but on umealized guns

The free withdrawal of equity
f. No taxon imputed incouve

Cum deduction of wit, & proptul

price. Churning.

7._ Pressme to unduassess land, to max. depreciable
basis.

8._ State inc._tures
Provnices, too...!

9.___Anti-growth_ movement.
10. Hi Fel& Sinte....Takes.on

piggy bank on Fed.

lubor incompe

Fiscal definit generators.

1

!



ļ
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11. FiscalFederalism
(se)

12. Auto congestion. Rise in social MC ofdrinking (MSC)
Exom decreasing as to sq.ac (955)

Positive prospects.
1. Need I replace infrastructure

2. Need to tax keadspace, carkparking

3.
Energycrisis, weed to economize ongus,heat

" Compact cities""
4. Fiscal crisis in Warsh , und offiscal fed

5. Rising ammeness of cost ofx- subsidiveseg. fie contival

6. Need to vuise Kentson publicdomain
spechium

-fisheries
vid k_gw...

2

1
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1.

Ideas

"Creating Wealth "
Prol. Clack of St. Johaus -putzg an creates

wealth.
Distriby_ to_is_not produ-or not.
Fallacy of Composition t

2._ Susupply is a flow ofgas.t._service_
_a_pa_of_time."(at an instant of time there iswe

_excess

wice_(_G + S) in

The servicer of factors_perish_w._time, used_
or not..

13. The G +5 are currently produced

4.₂.

flow.).

can
exception is thestandby value of

capacity )

——

(

.i.e.
Laurl_yields_many

amenity value , t appreen.
serviour effortlessly,

#appleen , & location value_

(E.g. site abutting ampout Kuminal - Hilton_we__
Boston, Marriot_in_Plaitly.).



Land f
K

Supply &Demand

A B.C

a. Factors are immanent -but only landis 100.Toso.
b. Laby includer direction (enterpratumship).

Lunesses, (owners) are responsible for. not_usmis
asset_to

-Mortgage (oftual debt service on virtualpay(o!c) of L +.K...
adi auced to luba ( to carry inventories )_

finge.Flats Labover_is also an tip. over hishis own

walk. Thus every factor is directed by amen.
thatiny, so this universal in May

be assumed

_for_all_factors.
man.

el

Supply of land is constant, but demand includer
demand of ownersx who do not sell or rent.

T.muovu.on themkt is small part of thewhole.
Factoral distrib. is Distributive, & feinanal the

_allocative effects of taxes & relativeprices une
General. Effects of excise-taca departial

pp.Cost

C

of L..+.K... This includes K

e. Factors can skift from A to Betc., so

partial .S &D,are quito-elastic, Ivary v. specifics
Taxes on factors are universal

S of K is highly elasticf.
5 Reject fallacter of Clank, Harbergen

of landisperfectly inclastic

:

E

1
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S& D

6. The on K isshifted to land
Land migrs_avoid_avoidj. the byagulating land usetux.__.-use less_k .

_..._ Static din ven. Cut out mngul vincrement
2. Delay verew.al
3. Neglect mutue, remodeling
4. Buy land in advance of need, & for

M.__uncu- & Eain future reeds - stand by valye, toseife opps.
5. Reclun band wifthe deed_haspassed

K..__Taxon_K. lowers 0.c. of Noliturg
_MRORAT

m.

l.__Gant Excise tax is shiftedpawly to buyers.
Factor Fax_not, bes allare brugers

of holding land by lowing_

Tue_on_K_lowers vents
není

2

-K(i.td_t_t₁) + G =E

Vote frice_=_Rent/(1+y=8)_
However, if_i xises to offset_t_no_change_

But i vises to ofset_t₁_( tie on bldg.) ,_not F₂ Live_
_on_land-)



Taxes & Renewal : Releasing theBroke

Fig. 1: Traditional Frivializing of Excess Bunden
++)²

Fig . 2

Fig.3

p

Land
Inputs) Labin

Universal | K

G & S |A |ALC IN

T23

A Disturbance in The Force (the market,
Simplest model: a the on labor cust (C)

(1)

NAT
N

A|B |C |....
3|3

531
2

11

D

3

NAT = NUEC
where:

Tz

Q

N= G = C

G = Gross Revenue

cost of Laborc =t = tax rate on c
NOT = Net after tax

lute (2)

p- l



Fig.4

c
%/N = 6-2

as ( →G , N-TO

a neutral Eux does not disturb TheForce

NAT = (G ~ () (1 - E) = N(1-E)

NAT
N

= 1-t

Fig.5 A tax on

Noce: This is not thepresent "income tax"!

K

R (Rent) = G - E - K₂ (itd )
where:

R = Site Rent
G = Gross Revenue

C

N

E
K₂ -
¡
d
d =

(3)

}})

(utc)

Expenses, current

Capital up front, e.g. a building
interest rate #
depreciation rate, straight line

p.2

n
n life of K
G - E = cash flow (af)

# "d " includes obsolescence, in this simple model



Fig.

itd===
1- (1 + i) =n = IPF

IPF = lustallment Plan Factor

6 Challenge vs. Defender

cfD
efC =

cash flow of Refunder
challenger

LL 21 JL

.cfc<
cfc -klitd)

Lagen

where " t" = tax rate on K

1-3

(5)

cf(-K(itd +t)
cfD

Years(n)



Mike Rizzo

1. Interstate ofsons

_Ag_anticle
1 (

1

Serid:

!

Ofe

h. Bit to Evic Andel.com

maga

Noyer
Levy Inst. exceptRaw date

Crty_afsons, Luc_rs.8.0
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